This paper attempts to capture the similarities and differences in the corporate financial behavior of Indian MNCs. The primary information has been collected through responses of senior financial executives of identified Indian MNCs on a questionnaire developed on well-known Duke Special Survey on Corporate Financial Policies (Graham & Harvey, 2001 ) with addition of twelve questions to comprehensively cover various aspects of corporate financial practices by Indian MNCs. Though results indicate similarities to a large extent in investment, financing, management control and dividend practices but significant differences are also observed in practices. The results support previous studies in corporate financial behavior of companies exhibiting differences in their practices due to their size and industry characteristics. It further extends to identifying differences in their behavior attributable to differences in multinationality rank, number of foreign subsidiaries and foreign equity holdings.
Introduction
India has seen the emergence of Indian MNCs a decade after the financial sector reforms, with the improvement in the financial resources of many of these companies. Financial strategy adopted by a MNC can provide competitive advantage through low cost of funds and flexibility to raise capital to support a business strategy. Functional Strategy provides a blueprint of how financial activities will be managed in supporting business strategy & achieving the financial department's objectives & missions. (Thompson et al., 2003) .
As the emergence of Indian MNCs is relatively a recent phenomenon, there are many areas that need to be explored to understand the nature of decision making, evolving management structures and nature of financial policies and practices required to successfully execute the strategies in the complex and dynamic international environment. Recent maturing of some of the Indian companies in establishing international presence prompted us to undertake this study to understand the practices and linkages of financial decisions of Indian MNCs at the corporate, business & functional level. This paper has been attempted to address the objective of identifying differences if any in the prevalent corporate finance practices and behavior of Indian Multinational Companies based on their Industry representation, multinationality ranking, size of assets, foreign equity holding percentage or number of foreign subsidiaries.
Literature Review
The effectiveness of the corporate finance function in any organization affects its performance. Many factors such as ownership pattern, parent's claim on cash flow, concentration of control affect both the performance as well as company valuation (Rossi and Cebula, 2015) . In their examination of announcements of board of directors of 100 companies listed on Italian stock market for changes in board size, composition, mix of executive or non-executive directors, they found market reaction in support of signaling theory but found no evidence of positive market reaction because of larger women composition of the board and evidence of negative reaction in case of larger board size or majority number of independent directors. Sharma & Pandey (2015) suggested correlating ownership structures with abnormal returns to help explain governance issues. This leads us to rely more on the attribution theory reflecting financial behavior. Behavioral corporate finance as a discipline integrates human element in decision making in uncertain situations (Adler, 2004) . Board of directors have a significant role to play in the realm of corporate finance as financial expertise is regarded as the most important attribute of a director even more important than the industry and operational expertise. Given the composition of the board, financial attributes of the directors shape the financial policy Flourishing Creativity & Literacy to a large extent (PwC, 2014) and the personal risk profile of CEO's to some extent also contributes to behavioral consistency in corporate finance behavior exhibited by companies (Cronqvist, et al., 2012) . Graham & Harvey (2001) in their survey of Fortune 500 firms found support for use of NPV and CAPM and lesser support for consideration of factors taught in theory regarding capital structure decisions in practice. They attribute differences in practice of corporate finance by firms due to size effects. Survey of CFO's in India by Anand (2002) also found use of basic finance tools in practice but variation in practices due to size. In their survey of five countries selected from three continents, Cohen & Yagil, (2007) observed corporate decision making process is generally consistent with expectation of theory and observed differences in corporate financial practices are due to variations in economic environments of countries studied. Extending their work to research sectorial differences in corporate financial behavior, Cohen & Yagil, (2010) found differences in the use of techniques and relative importance to factors considered in investment, financing and dividend related practices by companies in different sectors and attributed these differences to unique financial needs and operational conditions of each sector and imitation effect. Saha ( 2012) highlighted preferences in use of capital budgeting techniques, relative preference for return versus financial flexibility in capital structure decisions, concerns in financing debt and equity and factors weighing in dividend payout vs. share repurchase through survey of 20 Indian CFO's. There exists a vacuum of studies on corporate finance practices of Indian MNCs to identify differences in practices attributable to the individual characteristics and make-up of companies. This study is different from all previous studies primarily due to extent of coverage to investment, financing, management control and dividend decision and examines corporate financial practices of Indian MNCs and differences in practices of these MNCs arising out of their industry representation, size, number of foreign subsidiaries and foreign equity holding.
Methodology

Instrument for Primary Data Collection
The primary data for the study was generated through a questionnaire instrument designed to solicit responses on various aspects of corporate financial decisions from senior level finance executives of Indian MNCs.
Our survey instrument consists of 22 well-structured questions with focus on extracting information on investing, financing, dividend and management control decisions. Ten questions in the instrument are same as used the in the wellknown Duke Special Survey on Corporate Financial Policies (Graham & Harvey, 2001) , with permission of Prof. John Graham whose original instrument has been previously used in Brazil, North America and Europe. Twelve new questions were framed to seek detailed information on various additional aspects of financial decision making by Indian MNCs through responses solicited on the scale of 0 to 4 during the financial year 2012-13.
Calculation of Multi-Nationality Index (MNI) of Indian Companies
The Economics Times Intelligence Group (ETIG-500) listing of companies for the year 2011 was used as initial database. Our sample of ETIG-500 companies represent large companies exhibiting profits and higher market capitalization as compared to smaller companies outside the ETIG database. These companies as part of their strategic moves takes more risk in overseas markets. This propensity of size effect on risk taking is also observed in European Banking Industry (Mattana et al, 2014) . Fifty two companies having more than 50% foreign equity holding were removed from this list to arrive at 443 purely Indian companies for which equity holding data was available. Examination of their respective annual reports led to identification of 264 companies which have foreign subsidiaries. However, due to lack of disclosure, multi-nationality index of only 253 Indian Companies was computed and this list was used as a sample frame.
Our model for calculating Multi-nationality Index is based on adding the percentage of foreign revenue to total revenue, foreign assets to total assets, forex earning to total earnings of concerned company and then multiplying the result by the fraction of number of overseas subsidiaries of the company to the total foreign subsidiaries of all these companies together. The difference between standalone and consolidated figures was taken to represent the overseas revenues, overseas assets, overseas profits etc. against the constraint of lack of segment wise information and number of overseas employee data. Analysis of shareholding pattern in annual reports revealed percentage of foreign equity holding of these companies.
The parameters considered for computation of index of multi-nationality was based on review of previous reports such as CII-CRISIL 2006; IBEF 2008; BCG 2009 and BCG 2011 . Parameters considered in some of the multinational rankings such as Fortune Global 500 (2006 -2012 ), Forbes Global 2000 (2012 ), Outlook Business Global 50(2008 and ISB & Fundacao Dom Cabrall Survey (2011) were also referred. The drawn list includes names of the identified Indian MNCs as revealed by above reports and further extends the list.
Delivery and Response
Primary data was collected through a questionnaire sent to the identified 253 companies through various modes a well as interview interface in person with senior finance executives conversant with corporate financial decisions in the international context. Responses from 51 Senior Finance Executives representing equal number of companies from the Indian corporate sector were received giving response rate of the survey to be 20.16 per cent. The response rate can be considered favorable, as compared to previous surveys; 392 firms for a 9% return rate (Graham & Harvey, 2001 ), 160 firms for a 9.4% return rate (Beneti, Decourt & Terra, 2007) , 313 firms for a 5% return rate (Brounen, de Jong, & Koedijk, 2004) and 87 firms for a 12 % return rate (Bancel & Mittoo, 2004) . Nineteen prominent industries are represented in the survey through 51 companies. These industries were grouped into nine different categories namely, Automobile, Infotech, Oil & Gas, Pharmaceuticals, Steel, Banking & Finance, Telecomm-Service, FMCG and 'Others', constituting a minimum of five companies in each industry group. The respondent companies were also grouped into size groups of consolidated assets and revenues of less than and equal to or greater than INR 500 billion. The respondents include companies with highest rank 1 to lowest rank 245. 
Profile of the Respondent
Analysis and Discussion
Investment Management Practices
Based on ANOVA statistics appearing in Appendix 1, it is observed that there is similarity in the techniques or importance attached to various factors affecting investment decisions of Indian MNCs in their preference for use of capital budgeting techniques, method of estimating cost of equity capital, risk factors considered for adjusting the discount rates for valuation of projects, use of discount rates for evaluating a new project in the overseas market, in the preferred mode of foreign investment, and in the use of methods for valuation of merger/ acquisition/ takeover candidate. However as shown in the Table 1 derived from Appendix 1, significant differences are observed in the following aspects of investment practices:
i.
The preference for IRR as a capital budgeting technique varies for companies in different industries.
Companies in different Multi-nationality Index group as well as those differing in terms of number of foreign subsidiaries exhibit significant differences in their preference for use of IRR. The preference for use of Earnings multiple approach and profitability index for capital budgeting decisions depends upon the size of the company in terms of consolidated assets.
ii.
Companies in different industries exhibit varying preference for use of CAPM for arriving at cost of equity.
iii. Consideration of interest rate risk for adjusting discount rate for valuation of projects is influenced by nature of industry. The size of the project for adjusting discount rate for valuation of projects as well as the practice of factoring in the discount rate for the overseas market for evaluating a new project by companies depends on the relative multi-national dimension of companies.
iv. The use of intangible assets in the valuation of mergers/ acquisition/ takeover is industry specific and therefore the practice differs from industry to industry. 
Financing Practices
Based on the ANOVA statistics appearing in the Appendix 2, it is observed that there is similarity in the practices as indicated by preference or importance attached to various factors affecting financing decisions of Indian MNCs such as appropriate amount of debt, foreign debt, equity capital, convertible debt, choice of debt policy, choice of markets to raise long -term funds and choice of preferred instrument to raise long-term or short-term debt. An analysis of Table 2 extracted from Appendix 2 reveals the following significant differences in financing aspects:
The relative importance attached to tax advantage of interest deductibility while determining appropriated amount of debt differs depending upon the geographical spread and presence through number of subsidiaries. Differences are also visible in the consideration of potential cost of bankruptcy/distress as an important factor affecting appropriate amount of debt as influenced by degree of multi-nationality indicated by MNI rank.
Companies differing in terms of number of foreign subsidiaries exhibit varying importance to foreign regulations when considering issuing debt abroad. The borrowings by Indian MNC's tend to be more from domestic markets similar to other emerging markets like Brazil. Rossi, (2009) indicated insignificant impact of asset based on borrowings due to low enforceability. Companies having varying percentages of foreign equity holdings also consider foreign interest rates as compared to domestic interest rates while taking decision about issuing foreign debt.
While considering decision about issuing equity capital, companies grouped by consolidated assets differ in considering equity as a least risky source of funds. Providing shares to employees through bonus or stock option as a factor in decision for issuing equity capital varies with size of the company in terms of consolidated assets. Issuing equity with the motive of diluting shareholding of other shareholders varies with the number of foreign subsidiaries of an Indian MNCs.
iii. While determining debt policy, companies in different industries as well as in different MNI group differ in the considering the use of debt when the equity is undervalued by the market or due to delay in retiring debt because of recapitalization costs & fees.
iv. Differences are observed in considering convertibles debt to be less expensive than straight debt by companies in different MNI groups and consolidated assets groups. Companies grouped by consolidated assets show differences in attributing the successful use of convertibles by other firms in the industry as a significant factor in the issue of convertible debt. The flexibility to "call" or force convertible debt whenever required is also a significant factor to issue convertible debt perceived differently due to industry representation. Companies belonging to different MNI as well as different consolidated assets group differ in considering attracting investors unsure about the riskiness of the company while issuing convertible debt.
v. Issuing short-term debt in anticipation of long term market interest rates to decline and preference for shortterm debt in order to capture returns from new projects by shareholders instead of committing interest payments to debt holders is significantly influenced by industry characteristics.
vi.
Companies in different MNI rank groups show marked difference in the relative preference for host country market for raising loan-term funds.
vii. There is significant difference in the relative preference of instruments for raising long term funds. Differences are observed in the preference of equity by differently MNI ranked companies, ECBs due to industry representation and IDR due to their number of foreign subsidiaries.
viii. Differences are also observed in the relative preference of instruments for raising short-term funds. Companies in different industries and falling in different consolidated assets group differ in their preference for commercial paper. Preference for issuing short -term bank loans in India varies with industry. Companies differing in terms of number of foreign subsidiaries also exhibit differences in their preference for advance payments from customers and associates in India as well as overseas as an instrument for raising short -term funds. 
Management Control Practices
ANOVA statistics appearing in the Appendix 3provides evidence of similarities and differences in management control practices of Indian MNCs as indicated by relative importance of factors considered for financial performance measurements and the methods followed for transfer pricing. However as can be observed in Table 3 , significant differences are observed in the following management control practices:
Companies falling in different consolidated asset size groups exhibit dissimilarities in relative importance to separate ROI for each country operations'. The use of 'Net cash flow' as a financial performance measure differs depending upon number of foreign subsidiaries. The industry representation also affects the use of 'free cash flow' as a measure for financial performance.
ii. The use of 'cost plus pricing' and 'At arm's length' methods for transfer pricing varies depending upon the number of foreign subsidiaries of Indian MNC. 
Dividend Practices
Based on the ANOVA statistics in Table 4it is observed that there is similarity in the dividend decisions of Indian MNCs indicated by the extent of repatriation of foreign earnings, preference for type of dividend and dividend policy irrespective of their industry representation, multi-nationality rankings, consolidated assets, foreign equity holding percentage and number of foreign subsidiaries.
However as can be observed from Table 4 derived from Appendix 4, significant differences are observed in the following dividend related practices:
i. There is significant difference in the extent of repatriation of foreign earnings on the basis of differences in the industry representation.
ii. There is significance difference in the dividend policies on the basis of differences in the MNI ranking. 
Findings
The study clearly brings out that financial behaviour of Indian MNCs is affected by Industry, number of subsidiaries, foreign equity holding and size of the company in terms of assets.
Industry Affects
The differences in practices attributable to industry affects is seen in the use of IRR as a capital budgeting technique, preference for the use of CAPM for arriving at cost of capital, considering use of debt in capital structure when equity is undervalued by market or there is delay in retirement of debt for the reasons of recapitalization costs. The industry-wise differences are also significant in relative importance to factors affecting borrowings such as flexibility to call or force convertible debt, preference for issue of short-term debt in anticipation for long-term market rates to decline, preference for borrowing short-term loan to capture returns for shareholders instead of committing interest to long-term debt providers. Industry characteristics also affect the relative importance to ECB and short-term bank loan as instruments to raise funds. Industry also affects the free cash flow available and its use for management control. It is seen that the extent of repatriation of foreign earnings as a factor in dividend decision affecting retention policy to finance future growth and meet regulatory compliances is also shaped by nature of industry.
Number of Foreign Subsidiaries
The number of foreign subsidiaries not only points to ownership structures, corporate parent chain but also geographical spread of MNCs influencing financial behavior. The differences in practices can be seen in consideration of IRR as a capital budgeting technique due to variety of adjustments required to arrive at cash flows. The relative importance
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20 attached to tax advantage of interest deductibility while determining appropriate amount of debt as well as considering issuing debt abroad amongst other factors depends on host country regulatory requirements. Significant difference in the relative preference of instruments for raising long term funds through IDR are observed explainable due to location factors, ease of market access and ability to raise funds. The relative preference for issuing equity with the motive of diluting shareholding of other shareholders is also influenced by number of foreign subsidiaries of an Indian MNCs appears to be due to reasons of corporate control. In the area of working capital management marked differences persist between companies with different number of subsidiaries in according preference for advance payments from customers and associates in India as well as overseas as an instrument for raising short -term funds.
Size
The differences in the financial behaviour due to size have been confirmed by various studies. The results of this study also suggest that Indian MNCs in different asset size groups differ in their preference for use of Earnings multiple approach and profitability index for capital budgeting decisions. The size of the company in terms of assets is a factor in considering issuing equity capital, and also regarding it as a least risky source of funds. This may be due the need to maintain a target debt to equity ratio and the magnitude of owners funds needed to fund expansion needs. Companies in different asset size groups also differ in considering providing shares to employees through bonus or stock option while issuing equity capital. They also exhibit varying behaviour in considering convertibles debt to be less expensive than straight debt depending upon their own mix of funds in capital structure and asset liability match. They also show differences in attributing the successful use of convertibles by other firms in the industry as a significant factor in the issue of convertible debt as well as in their preference for issue of commercial paper.
Foreign Equity Affects
The amount of foreign equity in capital structure of Indian MNCs affects the cost of funds. The survey results point out companies having varying percentages of foreign equity holdings also consider foreign interest rates as compared to domestic interest rates while taking decision about issuing foreign debt.
Multi-nationality Affects
Indian MNCs grouped in ranks as per multi-nationality index show difference in preference for use of IRR as well as in the practice of factoring the discount rate for the overseas market for evaluating a new project in their investment decisions. The degree of multi-nationality also affects differences in their consideration for issue of debt when equity is undervalued or due to delays in retirement of debt taking into account recapitalization costs and fees. Consideration of potential bankruptcy costs from use of debt, viewing convertible debt cheaper than straight debt, relative preference for raising long-term funds in host country market as well as preference for raising equity over debt is influenced by degree of multi-nationality which also significantly affects the dividend policies of these Indian MNCs.
Conclusion
The results support previous studies in corporate financial behavior of companies exhibiting differences in their practices due to their size and industry characteristics. It further extends to identifying differences in their behavior attributable to differences in multi-nationality rank, number of foreign subsidiaries and foreign equity holdings. This study contributes to bring out the significant differences in important aspects in investing, financing, dividend and management control practices of Indian MNCs arising due to differences in contextual factors and their make-up. However, the inferences need to be drawn in the light of the fact that this research is an exploratory attempt to understand the corporate financial behavior and practices which take into account number of factors and variables. Therefore, the statistical / quantitative data used for drawing inferences need to incorporate qualitative aspects of decision making in the real world subject to situations and conditions. The similarities and differences brought out above helps to explain the nature of factors and considerations involved in corporate financial practices of Indian MNCs depending on their makeup, characteristics and contextual factors. 
